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BETTER MARKETS, 


SOUND BUSINESS MODEL 


LEAD TO IMPROVED YEAR 


John Deere extended its record of strong performance 
in 2018. Among our achievements, we launched new 
products with the latest technology and advanced features, 
expanded our market presence throughout the world, 
and updated the ambitious strategic plan that will guide 
our efforts in coming years. We also made progress 
integrating newly acquired companies expected to play 
an important role in our future. On the financial front, 
Sales and net income were among the highest in 
company history. 


In 2018, Deere reported net income of $2.37 billion, 

a 10 percent increase and the fifth-highest total in our 
history. Net sales and revenues rose 26 percent, to 
$37.36 billion. One-time charges associated with recent 
changes in the U.S. tax code reduced earnings by 
about $700 million. Operating profit was up 25 percent. 


The company generated healthy cash flow as well as 
$1.86 billion in economic profit, or Shareholder Value 
Added* (SVA). SVA equals operating profit minus an implied 
cost of capital. It is our primary measure for managing 
the company and making investment decisions. 






The R4030 model represents a lineup of 
our most accurate and productive 4-series 
sprayers. Ideal for customers who want to 
minimize crop and soil impact, it can be 
fitted with a lighter, carbon-fiber boom 
(shown here) up to 132 feet in width. 


*SVA, referred to throughout this report, is a non-GAAP financial measure. 
See page 21 for details. 


At the same time, the company maintained 
its strong financial condition. Even after 
accounting for the acquisition of the Wirtgen 
Group, Deere’s equipment operations ended the year 
with a healthy cash balance and relatively modest debt. 
Our financial-services organization remained conservatively 
capitalized as well. 


Deere’s financial performance allowed the company to 
make significant investments in advanced products, 
technologies, and growth-oriented projects. For the year, 
Deere devoted $2.6 billion to research and development 
and capital expenditures. We also returned nearly 

S1.8 billion to investors in the form of dividends and 
share repurchases. The quarterly dividend rate was 
increased during the year by 15 percent. (It was raised 
again, by approximately 10 percent, in December 2018.) 


Wirtgen Group, the world leader in road-construction 
equipment, has more than met our expectations in 
product performance, customer service, and financial 
impact. It has added global size and scale to our 
construction equipment business. 


Similarly, our Blue River Technology operation, acquired 
in 2017, made good progress testing its breakthrough 
see-and-spray technology in cotton and other crops. 
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SOHN DEERE HAS A FRESH, YOUTHFUL ouoo, 


WE'RE EAGER 70 INNOVATE-AND LEAD.\ -/:,.,, 


AND COMMITTED TO SERWNG CUSTOMERS. 
BETTER THANVANYONE ELSE. vigiy 
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Four new S700 combine models feature our 
most advanced grain-harvesting technology. 
They deliver significant improvements in operator 
comfort and “smart” technology, leading to 

more efficient harvesting. 








Gator XUV835 and XUV865 models offer our quietest cab, three-wide 
seating, and heating and air conditioning. The 54-horsepower gas-powered 
XUV835 and the diesel-powered 23-horsepower XUV865 feature tight 
turning and optimal weight distribution for off-road performance. 


Blue River puts Deere ina prime position to develop strong 
expertise in machine learning and artificial intelligence 
and to offer these capabilities to customers. 


Along with vehicle automation and electrification, artificial 
intelligence has the potential to reshape our industry. 
No one should doubt our resolve to secure and maintain 
a position of leadership in these areas. 


In this year’s report, you will note a clear theme. Although 
we've been around for close to two centuries, John Deere 
has a fresh and youthful outlook. We're eager to innovate 
and lead. We're committed to serving customers better 
than anyone else. And though we're proud of our heritage 
and the many advantages it gives us, we're determined 
to make the future even more promising. 


BROAD PRODUCT LINEUP WINNING CUSTOMERS 


Deere’s largest business, Agriculture & Turf (A&T), reported 
a significant increase in sales, reflecting both better 
market conditions and success gaining new customers 
throughout the world. Operating profit climbed to 

$2.8 billion, a 12 percent increase over 2017. Replacement 
demand for new equipment and customer enthusiasm 
over innovative new products featuring the latest in 
precision technology drove the improvement. 


With help from a stronger economy and the Wirtgen 
business, results for Construction & Forestry (C&F) improved 
dramatically. Sales increased by 78 percent, exceeding 
$10 billion for the first time, and operating profit more 
than doubled, to $868 million. Wirtgen accounted for 
about two-thirds of the sales growth. 


Growth was further boosted by improvements in the 
North American housing market and sales to the oil and 
gas sector. C&F achieved market-share gains in many 
key equipment categories. 
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Deere’s financial services organization delivered another 
year of solid results while providing competitive 
financing to our customers on an increasingly global 
scale. Net income rose to $942 million — or $601 million 
without one-time accounting adjustments related to 
the 2017 U.S. tax law. The loan and lease portfolio grew 
by 7 percent, to $43 billion, and credit quality remained 
exceptionally strong. 


GLOBAL TRENDS SUPPORTING GROWTH 


Our record of performance has provided a sturdy foundation 
for the company to capitalize on trends of great power 
and promise. As we've discussed with you in the past, 
these trends center on a growing global population and 
development of an emerging middle class in many parts 
of the world. 


As Deere has seen countless times in 
its history, farm cycles follow a natural 
rhythm and commodity prices often 
exhibit wide variation over short periods. 


Demand, however, determines the success 
of farmers and others in the agricultural 
community. And, in the case of farm products, 
the demand story is a hopeful one. 


Since 1960, global consumption of grain and oilseeds has 
declined in only three years and risen without interruption 
for more than two decades. Agricultural production, 

it is generally agreed, will have to nearly double over the 
first half of the century to keep pace with demand. 


At the same time, people are migrating to cities ina 
major way. Urbanization, among its benefits, brings 

a greater need for roads, bridges, buildings, and other 
types of infrastructure. A more urban population 

also spurs development of an economic middle class, 
whose taste for meat and livestock products adds to 
the call on grain. 
















AT THE HEART OF OUR 


PURSUING A FAR-REACHING 
STRATEGY 


These factors bode well for Deere’s 
future and underscore our ambitious 
operating strategy. The plan was 
updated in 2018 to put even more 
emphasis on technology, global growth, 
and standout financial performance. Our strategy, above 
all, aims to establish a cost structure flexible enough and 
a business and product lineup versatile enough to produce 
solid financial results under virtually all market conditions. 


Under the updated strategy, Deere will build on its global 
preeminence in agricultural equipment and strengthen 
its position as a global leader in construction equipment. 


Deere’s businesses, though very different, are meant to 
work together and operate in an integrated manner. 

Our turf and forestry equipment operations have growth 
opportunities of their own and help our dealers broaden 
their customer base. Supporting businesses such as 
intelligent solutions, parts, and engines help our equipment 





STRATEGY: AN INTENSE 
COMMITMENT TO 
INNOVATION AND QUALITY. 


divisions deliver better products for customers, while 
financial services helps facilitate sales throughout 
the world. Together, these businesses aim to produce 
the highest overall returns for investors. 


At the heart of the strategy is an intense commitment 
to innovation and quality. Throughout our history, 
both have proved crucial to expanding our global presence 
and providing customers with exceptional productivity 
and reliable performance. 


Deere’s strategic plan emphasizes the importance of 
becoming a techno-industrial leader. It lays out a clear 
vision for attaining industry-leading positions in vehicle 
automation and autonomy, digitalization, and the life-cycle 
management of our products. 


Deere’s SmartGrade motor graders are the industry's first 
to feature a fully integrated grade control system that eliminates 
vulnerable external antenna masts and cables. 
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Deere’s plans, in addition, reinforce its strong relationship 
with dealers. Their expertise and connection to customers 
give Deere a powerful, hard-to-copy, competitive 
advantage — and we are more committed than ever to 
their success. 


Finally, the strategy sets forth even more aggressive 
financial goals. Target mid-cycle operating margins (return 
on sales) have been raised from 12 to 15 percent. This 
reflects our determination to manage costs and achieve 
growth through highly profitable businesses and products. 


ADVANCED TECHNOLOGIES, NEW PRODUCTS 
SETTING STANDARDS 


Deere's Ag & Turf division launched dozens of innovative 
products that set new standards of performance and 
drew additional customers to our brand. Highlights included 
a powerful 9000-series self-propelled forage harvester, 

a 60-foot-wide air seeder for cereal grains and oilseeds, 
and S/00-series combines, the most advanced in the 
industry. The division also updated its popular OR line of 
four-wheel-drive tractors and launched new mid-sized 
tractors and a crossover Gator utility vehicle with cab. 


Products unveiled by Construction & Forestry included 
both compact and utility loaders as well as our biggest 
reduced tail swing excavator to date. To serve the needs of 
large contractors, C&F introduced advanced SmartGrade 
motor graders. New forestry products included updated 





New L-Series II skidders (left) and wheeled feller bunchers 
(above) feature simplified designs, providing reliable, powerful 
solutions for loggers. 
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wheeled feller bunchers and skidders and new forwarders. 
As part of its road-construction lineup, Wirtgen introduced 
a surface miner and an asphalt recycler. 


Precision agriculture made major strides in 2018. 

More and more customers are realizing its productivity- 
enhancing benefits, and most of Deere’s large equipment 
now comes equipped with these advanced capabilities. 
Our popular AutoTrac precision-guidance systems are 
now available in about 100 countries, covering areas where 
the company does the vast majority of its business. 
Growers also are seeing the benefits of Combine Advisor, 
a suite of technologies that allows operators to optimize 
and automate combine operations. 


Using the John Deere Operations Center, agricultural 
customers have stored data representing more than 

125 million acres across the globe. Customers also embraced 
a service, Connected Support, that allows their dealers 
to remotely monitor the condition of their equipment 
and send alerts when problems arise or are anticipated. 


John Deere product innovation earned further global 
recognition last year, including nine awards from a leading 
group of U.S. agricultural and biological engineers — 


Unless indicated otherwise, all capitalized names of products and services are trademarks 
or service marks of Deere & Company. 
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more than for any other company. The Chicago Athenaeum 
Museum of Architecture and Design presented 

Deere with three awards for the innovative design of 
its equipment. 


ADVANCING SUSTAINABILITY IN OUR PRODUCTS 
AND OPERATIONS 


John Deere is committed to operating ina safe, 
environmentally sustainable manner and developing 
products that disturb the environment to the least- 
possible extent. 


One example is a newly introduced Easy Change oil system 
in our 100-series lawn tractors. It extends engine-oil 

life and reduces waste oil by up to 60 percent. In another 
case, certain Deere crawlers have been equipped with 

an “eco-mode” feature that improves fuel economy by 
as much as 20 percent. 


During the year, company facilities limited greenhouse 
gas emissions, reduced water use, and recycled more 
waste. Deere’s multiyear plan to use high-efficiency 
LED lighting in its facilities worldwide saved enough 
electricity to power 1,600 homes in a year’s time. 


Wirtgen Group adds size one =e to Deere’s 

construction equipment operations. As the world ~ 
leader in road-construction equipment, Wirtgen supplies ~ 

a complete range of machines and services for all areas — 

of road construction.-Wirtgen’s W220 large milling machine 
(above) offers a wide range of applications, including 
pavement removal. 


In another instance, our tractor factory in Dewas, India, 

began collecting runoff rain water to overcome an acute 
water shortage. The collected water is treated and used 

in daily factory operations. 


Well-known for its record of responsible citizenship, 
Deere earned a number of accolades in 2018. The company 
was included in a prominent listing of the world’s 
most-ethical enterprises for the I2th consecutive year, 
recognized for having one of the world’s top 100 brands, 


188,000 


GALLONS OF OIL 


SAVED FROM ENTERING THE 
ENVIRONMENT EACH YEAR* 
USING THE EASY CHANGE SYSTEM 


* Number based on estimated quantity of 
100-series lawn tractors produced in one year. 





and named a leading employer in several countries where 
we operate. Deere also was honored as corporate 
partner of the year by the Society of Black Engineers, 
an important acknowledgement of our commitment to 
diversity and inclusion. 


BEING A POWER FOR GOOD 


Wherever we operate, Deere and its employees are 
committed to sharing with others and being a Power for 
Good. During the year, the company and its foundation 
made charitable contributions of approximately $38 million, 
helping improve lives throughout the world. These 
contributions are made with purpose; they focus on 
empowering smallholder farmers, helping local communities 
thrive, and providing educational opportunities for all. 


As in past years, Deere employees supported their 
communities through extensive volunteer efforts. 
Employees logged nearly 186,000 volunteer hours in 2018, 
moving closer to our goal of one-million volunteer hours 
over the six-year period ending in 2022. 
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Sales manager Tammy Lee helps rebuild a 
hurricane-damaged home near Houston, 
Texas. Her work is part of Habitat Hammers 
Back, a program launched by Habitat for 
Humanity. The program focuses on 
renovating and rebuilding homes damaged 
by three hurricanes that hit the Gulf Coast 
. and Caribbean in 2017. John Deere 
committed $1 million to the effort while 
employees from various Deere locations 
and dealerships pitched in. 
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Deere has long believed in supporting young people with 
an interest in agriculture and in 2018 marked 75 years 

of sponsoring the national FFA student organization. 
Deere is FFA’s longest-running sponsor. 


In addition, Deere expanded its work in support of 
smallholder farmers in southeast Asia and sub-Saharan 
Africa. Deere also was named the number-one U.S. company 
for social innovation by the 2018 American Innovation 
Index Awards. Sponsored in part by Fordham University, 
the award recognizes the way a company’s activities 
and products help society. 


GAINING STRENGTH & AGILITY 


Through its performance in 2018 and other recent years, 
Deere has shown an improving ability to produce solid 
financial results even under less-than-ideal conditions. 


Our success reflects the impact of a steady investment 
in new products and markets, as well as leadership in 
emerging fields such as precision technologies. It also 
underscores our efforts to control costs and manage 
assets. Our business model has gained strength and agility, 
making Deere a more formidable competitor anda 
better investment. 


We are committed to transforming the way our customers 
work, helping them be more profitable, more productive, 
more sustainable — and even more loyal to the John Deere 
brand. What's more, we're committed to doing all these 
things ina manner that produces value well into the future 
for our investors and other stakeholders. 


Our company has enjoyed great success for many 
generations. Yet I’m proud to declare my deep belief, 
once more, that our best days are still to come! 


On behalf of the John Deere team, 


baa 


Samuel R. Allen 
December 18, 2018 





